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INDEPENDENT AUDITORS’ REPORT

To the Board of Directors
Rural Water District No. 4
Sequoyah County, Oklahoma

We have audited the accompanying statements of assets, liabilities and fund balances- modified cash basis
as described in Note 1, of Rural Water District No. 4, Sequoyah County, Oklahoma, as of and for the year
ended December 31, 2013 and the revenues, expenses, and changes in fund balance – modified cash basis
for the years then ended and the related notes to the financial statements which comprise the District’s
basic financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements on the
modified cash basis of accounting, which is a comprehensive basis of accounting other than accounting
principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement.

An audit involves preforming procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion of the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.



We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the assets,
liabilities and fund balances of Rural Water District No.4, as of December 31, 2013, and the revenues,
expenses, and changes in fund balance and cash flows for the year then ended, on the basis of accounting
described in Note 1.

Other-Matter

Supplementary Information

Accounting principles generally accepted in the United States of America require that the budgetary
comparison information on page 11 be presented to supplement the basic financial statements. Such
information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the supplementary information in accordance with auditing standards general
accepted in the United States of America, which consisted of inquiries of management regarding the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 5, 2014,
on our consideration of Rural Water District No. 4’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreement and
other matters. The purpose of that report is to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering Rural Water District No. 4’s internal
control over financial reporting and compliance.

Clothier & Company, CPA’s, P.C.
May 5, 2014
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SEQUOYAH CO RWD4
Balance Sheet –Modified Cash Basis

December 31, 2013

ASSETS

Current Assets
Pe tty Cash $ 583
Cash O & M account 1,490
Arm strong Bank 96,807
Arm strong CD 152,326

Total Current Assets 251,206

Fixed Assets
W ate rSyste m s 2,217,083
Equip m e nt 110,690
Land 28,888
Accum ulate d De p re ciation (906,674)

Total Fixed Assets 1,449,987

Total Assets $ 1,701,193

LIABILITIES AND EQUITY

Current Liabilities
PayrollLiab ilitie s $ (75)
Curre nt Maturitie s 66,846

Total Current Liabilities 66,771

Long Term Liabilities
N/P Gove rnm e nt Cap ital 282,235
Note sPayab le /J.P. Morgan 19,018
Loan - W e llsFargo 37,043
Le ss: Curre nt Maturitie s (66,846)

Total Long Term Liabilities 271,450

Equity
Inve ste d in Cap italAsse ts 1,111,691
Unre stricte d 258,355
Curre nt Incom e (Loss) (7,074)

Total Equity 1,362,972

Total Liabilities & Equity $ 1,701,193
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SEQUOYAH CO RWD4
Income Statement –Modified Cash Basis

December 31, 2013

Revenue
W ate rRe ve nue $ 438,127
Me m b e rsh ip Due s 10,926
Oth e r Op e rating Re ve nue 2,175
Pe naltie sand Late Ch arge s 10,151
Gove rnm e nt Cap italRe im b . 352

Total Revenue 461,731

Cost of Sales
W ate rPurch ase s 179,492
Equip m e nt Re ntal 967
Re p airsand Sup p lie s 41,348
Ve h icle Ex p e nse 3,317
Lab Fe e s 4,523
Contract Lab or Line Maint. 42,959

Total Cost of Sales 272,606

Gross Profit 189,125

Operating Expenses
Salarie s 43,734
PayrollTax e s 3,346
Lice nse sand Pe rm its 40
Insurance 7,087
Accounting 3,400
Mainte nance Sup p lie s 4,345
Bank Ch arge s 2,083
Misce llane ous 455
Office Sup p lie s 5,905
Postage 3,208
Te le p h one 2,961
Utilitie s 11,687
Trash Se rvice 484
De p re ciation 90,241
Due sand Sub scrip tions 661

Total Operating Expenses 179,637

Operating Income 9,488

Inte re st Ex p e nse 17,698
Inte re st Incom e 1,136

Total Other Income (16,562)

Net Income (Loss) $ (7,074)



Cash FlowsFrom Op e rating Activitie s:

Cash received from customers $ 466,653

Cash received from other sources 2,527

Cash paid to employees (47,080)

Cash paid to suppliers (229,647)

Other operating payments (85,274)

Ne t Cash Flowsfrom Op e rating Activitie s 107,179

Cash FlowsFrom Cap italand Re late d

Financing Activitie s:

Proceeds from debt 60,844

Payment of debt (51,220)

Acquisition and construction of capital assets (75,211)

Payment of Interest (17,698)

Ne t Cash (Use d) By Cap italand Re late d Financing Activitie s (83,285)

Cash FlowsFrom Inve sting Activitie s:

Receipt of interest and dividends 1,136

Ne t Cash Provide d (Use d) By Inve sting Activitie s 1,136

Ne t Incre ase (De cre ase ) In Cash 25,030

Cash Be ginning of Y e ar 226,176

Cash End of Y e ar $ 251,206

Re conciliation of Op e rating Incom e to Ne t Cash Flowsfrom

from Op e rating Activitie s:

Operating income (loss) $ 9,488

Add depreciation expense 90,241

(Increase)/Decrease in Current Assets:

Accounts receivables, net 7,450

Prepaid expenses 0

Increase/(Decrease) in Current Liabilities:

Accounts payable 0

Accrued expenses 0

Ne t Cash Flowsfrom Op e rating Activitie s $ 107,179

SEQUOY AH CO RW D4

See accompanying footnotes and independent auditors' report.
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State m e nt of Cash Flows

De ce m b e r 31, 2013



Se quoyah County RW D4

6

NOTES TO FINANCIAL STATEMENTS
December 31, 2013

1. NATURE OF OPERATIONS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Se quoyah County RuralW ate rDistrict #4 (th e District) wasorganize d to p rovide suitab le wate rto custom e rs
in Se quoyah County, Oklah om a. Tre ate d wate risacquire d sole ly from th e City of Sallisaw and transm itte d in
District wate r line sto th e custom e rs.

Basisof Accounting

Th e financial state m e ntsof th e District are p re p are d using th e m odifie d cash b asisof accounting wh e re
re ve nue sare re cognize d wh e n re ce ive d and e x p e nse sare re cognize d wh e n p aid. Oth e rm odificationsto th e
cash b asisof accounting include re cording de p re ciation on p rop e rty and e quip m e nt and accruing forp ayroll
tax e s. Th isisa com p re h e nsive b asisof accounting oth e r th an ge ne rally acce p te d accounting p rincip le s.

Th e District’sfinancialstate m e ntsare p re p are d using a m e th od oth e r th an ge ne rally acce p te d accounting
p rincip le s(GAAP). Th e Gove rnm e ntalAccounting StandardsBoard (GASB) isre sp onsib le fore stab lish ing
GAAP for state and local gove rnm e ntsth rough itsp ronounce m e nts(State m e ntsand Inte rp re tations).
Gove rnm e ntsare also re quire d to follow th e p ronounce m e ntsof th e FinancialAccounting StandardsBoard
(FASB) issue d th rough Nove m b e r30, 1989 (wh e n ap p licab le ) th at do not conflict with orcontradict GASB
p ronounce m e nts. Alth ough th e District h ad th e op tion to ap p ly FASB p ronounce m e ntsissue d afte rth at date
to itsb usine ss-typ e activitie sand e nte rp rise funds, it h asch ose n not to do so.

Cash and Cash Equivale nts

Forth e p urp ose of th e se financialstate m e nts, th e District conside rscash and cash e quivale ntsto b e cash on
h and and allde m and de p ositswith b anks.

Fundson De p osit

Th e District m aintainsth e following accountsfor fundsde p osite d with a fully insure d b ank:

Op e rating account- Grossre ve nue sof th e District are to b e de p osite d to th isaccount. Th e re asonab le and
ne ce ssary curre nt e x p e nse sof op e rating and m aintaining th e District for e ach m onth are also p aid from th is
account.

Savingsand ce rtificate sof de p osit –A cash re se rve isse t aside in th isaccount forunfore se e n catastrop h e s,
e x te nsionsand im p rove m e ntsto th e wate rsyste m .

Prop e rty and Equip m e nt

Prop e rty and e quip m e nt are re corde d at cost, with de p re ciation p rovide d on a straigh t-line m e th od ove r th e
e stim ate d use fullive sof th e asse ts. Ex p e nditure sform ainte nance , re p airsand re ne walsof re lative ly m inor
ite m sare ch arge d to e x p e nse asincurre d. Th e e stim ate d use fullive sof th e asse tsare asfollows:
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Building 20 ye ars
Equip m e nt 3-10 ye ars
W ate r Syste m and towe rs 10-40 ye ars

It isth e Districtsp olicy to cap italize asse tsp urch ase d for$500 orm ore and to e x p e nse asse tsp urch ase d for
le ssth an $500.

Incom e Tax

Th e District ise x e m p t from incom e tax e sasa gove rnm e ntalage ncy.

Use of Estim ate s

Th e p re p aration of financialstate m e ntsin conform ity with ge ne rally acce p te d accounting p rincip le sre quire s
m anage m e nt to m ake e stim ate sand assum p tionsth at affe ct ce rtain re p orte d am ountsand disclosure sasof th e
date of th e financialstate m e nts. Accordingly, actualre sultscould diffe r from th ose e stim ate s.

2. PROPERTY AND EQUIPMENT:

Balance Additions/ Accum ulate d Balance

12/31/12 (De le tions) De p re ciation 12/31/13

W ate r Syste m s 2,217,083 0 873,472 1,343,611

Equip m e nt 35,489 75,201 33,202 77,488

Land 28,888 0 0 28,888

2,281,460 75,201 906,674 1,449,987

3. CONCERTRATION OF CREDIT RISK

Th e District m aintainscash b alance sat Firstar Bank and Arm strong Bank in Sallisaw, Oklah om a. Asof
De ce m b e r 31, 2013 th e District’sde p ositsin Firstar we re $1,490 and in Arm strong, $96,807. Th e b ank
b alance swe re cove re d com p le te ly b y Fe de ralDe p ository Insurance Corp oration and $0 wascollate ralize d.
Inve stm e ntsare ce rtificate sof de p osit at Arm strong total$152,326 wh ich we re also cove re d b y FDIC.

4. LONG TERM DEBT

Th e District m aintainsa note p ayab le with Gove rnm e nt Cap italCorp oration –m onth ly
p aym e ntsare m ade in th e am ount of $5,311 and include inte re st of 4.26%. Th e note is
se cure d b y th e re ve nue sand p rop e rty of th e District. Th e note willb e p aid in fullin 2018.
Th e b alance asof De ce m b e r 31, 2013 $282,235

Th e District se cure d a note with Arm strong Bank on May 16, 2013 for th e p urch ase of a
ne w truck. Th e m onth ly p aym e ntsare $388.82 for60 m onth sat 3.25% inte re st. Th e b alance
asof De ce m b e r31, 2013 19,018
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Th e District se cure d a note with Kub ota Cre dit Corp oration on Octob e r25, 2013 for th e
p urch ase of a tractorwith front loade r and b ackh oe . Th e m onth ly p aym e ntsare $823.17 for
48 m onth sat 0% inte re st. Th e b alance asof De ce m b e r31, 2013 37,043

TotalLong Te rm De b t 338,296
Le ssCurre nt Maturitie s 66,846

Long Te rm De b t $271,450

Curre nt m aturitie sand de b t se rvice are asfollows:

Curre nt De b t

Maturitie s Se rvice

2014 66,846 78,270

2015 69,098 78,270

2016 71,626 78,270

2017 71,795 75,801

2018 58,931 60,344

2019-2024 0 0

338,296 370,956

5. SUBSEQUENT EVENTS

Sub se que nt Eve ntsh ave b e e n e valuate d th rough th e date th e financialstate m e ntswe re availab le to b e issue d.
Eve ntsoccurring afte r th at date h ave not b e e n e valuate d to de te rm ine wh e th e r a ch ange in th e financial
state m e nts
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT
AUDITING STANDARDS

To the Board of Directors
Rural Water District No. 4
Sequoyah County, Oklahoma

We have audited, in accordance with auditing standards generally accepted in the United States of
American and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Rural Water District
No. 4 Sequoyah County, Oklahoma, as of and for the years ended December 31, 2013, and the related
notes to the financial statements, which collective comprise Rural Water District No. 4’s basic financial
statements, and have issued our report thereon dated May 5, 2014.

As described in Note 1, the District prepares its financial statements on the cash basis, which is a
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Rural Water District No.
4’s internal control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of the District’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the District’s internal.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented or detected and corrected on a timely basis. A
significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control over financial reporting that



might be material weaknesses or, significant deficiencies. Given these limitations, during our audit we
did not identify any deficiencies in internal control that we consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Rural Water District No. 4’s financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose.

Clothier & Company, CPA’s, P.C.
May 5, 2014
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Original Final Actual Variance

WATER SALES 420,000 420,000 438,127 18,127

PENALTIES 17,000 17,000 10,151 (6,849)

MEMBERSHIPS 12,000 12,000 10,926 (1,074)

OTHER INCOME 8,200 8,200 2,527 (5,673)

ADJUSTMENT TO CHARGES (8,000) (8,000) 0 8,000

INTEREST INCOME 10,000 10,000 1,136 (8,864)

TOTALS 459,200 459,200 462,867 3,667

COST OF WATER PURCHASED 160,000 160,000 179,492 19,492

WAGES/PR TAXES 78,800 78,800 47,080 (31,720)

UTILITIES 12,000 12,000 15,132 3,132

INUSRANCE EXPENSE 5,100 5,100 7,087 1,987

EQUIPMENT RENTAL 0 0 967 967

REPAIRS & MAINTENANCE 3,000 3,000 4,345 1,345

MATERIALS & SUPPLIES 40,000 40,000 41,348 1,348

VEHICLE EXPENSE 0 0 3,317 3,317

OFFICE SUPPLIES/POSTAGE 7,500 7,500 9,568 2,068

LAB FEES 17,000 17,000 4,523 (12,477)

DUES & MEMBERSHIPS 700 700 701 1

PROFESSIONAL FEES 5,000 5,000 3,400 (1,600)

INTEREST EXPENSE 21,000 21,000 17,698 (3,302)

BANK CHARGES 1,500 1,500 2,083 583

DEPRECIATION 54,500 54,500 90,241 35,741

CONTRACT LABOR LINE MAINT. 0 0 42,959 42,959

CAPITAL OUTLAY 10,000 10,000 75,201 65,201

TOTAL OPERATING 416,100 416,100 545,142 129,042

Net Income (Loss) 43,100 43,100 (82,275) (125,375)

Add back capital outlay 75,201
Change in Fund Balance (7,074)
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BUDGET TO ACTUAL COMPARISON

December 31, 2013

See accompanying footnotes and independent auditors' report.


